University of New Mexico

UNM Digital Repository
NotiSur

Latin America Digital Beat (LADB)

10-4-1996

Chile Joins MERCOSUR; Andean Nations Seek
BIlateral Deals with Trade Bloc
LADB Staff

Follow this and additional works at: https://digitalrepository.unm.edu/notisur
Recommended Citation
LADB Staff. "Chile Joins MERCOSUR; Andean Nations Seek BIlateral Deals with Trade Bloc." (1996).
https://digitalrepository.unm.edu/notisur/12270

This Article is brought to you for free and open access by the Latin America Digital Beat (LADB) at UNM Digital Repository. It has been accepted for
inclusion in NotiSur by an authorized administrator of UNM Digital Repository. For more information, please contact amywinter@unm.edu.

LADB Article Id: 55504
ISSN: 1060-4189

Chile Joins MERCOSUR; Andean Nations Seek BIlateral
Deals with Trade Bloc
by LADB Staff
Category/Department: Region
Published: 1996-10-04
On Oct. 1, Chile joined the Southern Cone Common Market (MERCOSUR) as the group's fifth
member, thus extending the free-trade zone from coast to coast. At the same time, the five members
of the Andean Pact have also agreed to negotiate a trade merger with MERCOSUR countries,
foreshadowing a future free-trade area that will span the entire Southern Hemisphere by the year
2005. In mid-June, Chilean President Eduardo Frei's administration signed a treaty with the four
MERCOSUR members- -Argentina, Brazil, Paraguay, and Uruguay that committed Chile to become
the fifth member of the trade zone by Oct. 1 (see NotiSur, 06/14/96 and 07/19/96).
The treaty, however, first had to be approved by the Chilean Congress, where stiff opposition by
some legislators cast a shadow over its passage. Objections from the country's powerful agricultural
sector constituted the principal obstacle. Some 300,000 grain, beef, and milk producers in Chile's
southern regions grouped in the Sociedad Nacional de Agricultura (SNA) feared that the eventual
elimination of tariffs would destroy their businesses as agricultural goods from the MERCOSUR
countries begin to flood the domestic market. To soften the opposition, the Frei administration had
negotiated with the MERCOSUR countries an unusually long tariff phase-out period for farm goods
of up to 18 years before those products become duty free.
Despite the gradual tariff reduction, however, the SNA demanded more government measures
to shore up the farm sector. The SNA's demands were echoed in both the Chamber of Deputies
and the Senate by members of the right-wing opposition parties Renovacion Nacional (PRN) and
the Union Democratica Independiente (UDI), as well as some other legislators. In the Chamber
of Deputies, the treaty was approved on Aug. 13, despite the opposition, in a 76 to 26 vote. In the
Senate, however, opposition parties hold greater voting power, and they threatened to defeat the
treaty unless the government made concessions. As a result, the Frei administration agreed to two
special measures to win passage. First, the government promised to set up a US$500 million line of
credit for farmers adversely affected by MERCOSUR imports to help them diversify their crops and
incorporate new technology to better compete.
Next, the government agreed to draw up, in the first semester of 1997, a bill that would lower the
country's current uniform tariff of 11% to 7%. This was a major concession to the right-wing parties
since it signals a huge stride forward in Chile's efforts to dismantle protectionist laws and open the
domestic market to foreign competition. The move satisfied many agricultural producers, who have
complained that the high prices for imported machinery, equipment, fertilizers, and production
inputs undermines their ability to compete with foreign producers.
The move also won the support of most large business associations, particularly the Confederacion
de la Produccion y el Comercio, which includes the country's most important private-sector
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organizations. Most of the business community and conservative parties have argued that Chile's
policy of negotiating bilateral trade accords with targeted countries while maintaining an 11% tariff
on imports from other nations severely restricts trade with the rest of the world. Still, the tariff
reduction generated adverse reactions from some industrial associations, which fear increased
competition by foreign importers. The concessions led to the treaty's passage on Sept. 10, when the
Senate approved it with 36 votes in favor, three against, and one abstention. That, in turn, paved
the way for Chile's formal entrance into MERCOSUR on Oct. 1. "We are integrating ourselves with
the rest of the world," said President Frei. "Our products are no longer just for a domestic market
of 14 million people, but rather a market of 200 to 300 million consumers. MERCOSUR is extremely
important for Chile's insertion into the global market. Today, more than one million jobs in Chile
depend on our joining the MERCOSUR accord."
Added Heraldo Munoz, Chile's ambassador to Brazil, "It's as if the Andean mountain chain were
being torn down." In accordance with the timetable for tariff reductions set up in the treaty, on
Oct. 1 Chile's uniform tariff was lowered from 11% to 6.6% for about two-thirds of MERCOSUR's
exports to Chile. Likewise, MERCOSUR's tariff range was lowered from the 0% to 20% sliding scale
previously in effect to a 0% to 16% range for about four-fifths of Chile's exports to MERCOSUR.
Tariffs will continue to be steadily reduced so that, by the year 2004, duties will be eliminated on
about 60% of all products traded between Chile and MERCOSUR. The zero-level tariff will be
extended to 90% of goods by the year 2006. And, duties on the final 10% of goods which include
sensitive agricultural products will be slowly phased out by the year 2014. As a result, trade between
Chile and the MERCOSUR countries is expected to grow rapidly.
Even without the treaty, the value of trade between Chile and its Southern Cone neighbors more
than doubled between 1991 and 1995, climbing from US$2.03 billion to US$4.5 billion. "MERCOSUR
is gaining a high-quality trade partner in Chile," said Brazil's foreign minister, Luiz Felipe Lampreia.
"The inclusion of Chile represents an extremely important extension of MERCOSUR." Meanwhile,
coinciding with Chile's entrance into the common market, in mid-September the five members of
the Andean Community Bolivia, Colombia, Ecuador, Peru, and Venezuela announced their decision
to begin negotiating a merger with MERCOSUR, thus foreshadowing the eventual establishment
of a continentwide free-trade zone in South America, with the exception of Surinam and Guyana.
Since 1995, members of the Andean Pact have been holding individual trade negotiations with
MERCOSUR nations.
For the most part, those negotiations were aimed at preserving bilateral accords that each of the
Andean countries had already signed with different members of MERCOSUR prior to the creation
of the common market. According to the Latin American Integration Association (Asociacion
Latinoamericana de Integracion, ALIDI), 20 such bilateral trade accords have been signed between
different Andean and MERCOSUR nations since 1980, but once MERCOSUR took effect in early
1995, the bilateral arrangements had to be renegotiated to adapt them to MERCOSUR's multilateral
framework.
All five Andean countries have been renegotiating their individual accords, but the talks progressed
much faster in some countries, with Bolivia and Venezuela moving from discussion of past accords
to negotiations over new accords to join MERCOSUR. Bolivia, for example, signed a preliminary
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agreement with MERCOSUR in December 1995 that allows it to become a member of the common
market in 1997.
The rapid advance in negotiations by Bolivia and Venezuela threatened to undermine the Andean
Pact, since unilateral agreements between those countries and MERCOSUR could adversely affect
trade in the Andean Community. Colombia especially feared that its trade with Venezuela would
be harmed, since trade between those two countries accounts for nearly half of all trade within the
Andean Pact (see NotiSur, 04/04/96). As a result, in mid-September the foreign and trade ministers
of the five Andean nations met in Lima for a two-day conference where they agreed to initiate
multilateral negotiations with MERCOSUR to seek a complete merger between the two trade blocs
by the year 2005, something MERCOSUR had already proposed in 1995.
Under the Lima agreement, the Andean countries offered to sign a framework accord with
MERCOSUR in December of this year, which would outline a timetable for negotiations on the freetrade zone. Technical meetings between Andean and MERCOSUR negotiators are scheduled to
begin in mid-October. "With the launching of these negotiations the gradual creation of a South
American market has begun, which represents a major step in the effort to forge a free-trade
area throughout the Americas," said Jaime Cordoba, a high- level spokesperson for the Andean
Community. In fact, if the negotiations advance on schedule, the next summit of MERCOSUR
presidents scheduled for December 17 in Fortaleza, Brazil will be broadened into a summit of all the
South American presidents, with the exception of Surinam and Guyana. (Sources: Reuter, 08/06/96;
Inter Press Service, 07/06/96, 07/20/96, 07/26/96, 08/05/96, 08/13/96, 08/15/96, 09/07/96, 09/14/96,
09/21/96; Agence France-Presse, 06/30/96, 07/02/96, 07/06/96, 08/12-14/96, 08/24/96, 08/29/96,
08/30/96, 09/04/96, 09/09/96, 09/10/96, 09/16-19/96, 09/27/96, 10/01/96)
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